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other states by establishing an unduly low affordable rate. TI

Moreover, a nationwide approach is entirely consistent with, if

not compelled by, the Act's requirement that rates in high cost

rural areas be "reasonably comparable to rates charged for

similar services in urban areas." 47 U.S.C. S 254(b) (3)

(emphasis added). Indeed, providing different subsidies to

service providers that have identical costs and provide identical

services would contradict Congress's intent that universal

service support be provided in a nondiscriminatory and

competitively neutral manner. 38

37

38

~ Connecticut Office of Consumer Counsel v. ~
ComMunications, 4 FCC Red. 8130, 8132 (1989), aft'd sub nom.
Connecticut Office ot Consumer Counsel v. ~, 915 F.2d 75
(2d Cir. 1990), cert. ~, 499 U.S. 920 (1991) (surcharge
collected by AT&T to recover expense of gross receipts tax
was a "reasonable method of preventing states from singling
out telecommunications for taxation in order to transfer a
portion of their tax burden to non-residents via rates for
interstate telephone service"). Of course, as AT&T
explained in its comments (at 14-15), a state would be free
to provide additional subsidies to LECs beyond federal
universal service support if such subsidies were funded by
intrastate purchasers and not ratepayers in other
jurisdictions.

Proposals from commenters, such as SWBT, that the affordable
rate be set on the basis of median household income fail to
satisfy these standards. Presumably, this would require the
Commission to determine the median household income in every
region in which a cost estimate is used to determine the
TSLRIC of the local exchange network. In any such region
where the TSLRIC exceeds the arbitrarily designated
percentage of median income, a local exchange provider would
be eligible for universal service support. Thus, even
within a single state there would be widely varying levels
of universal service support.

Such a scheme on its face fails to comport with the Act's
requirement of "reasonably comparable" rates. Moreover,
because of factors like home ownership, median income is not
necessarily a good proxy for income available for telephone
service.
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In addition, as AT&T demonstrated in its comments, the

baseline for calculating a national affordable rate should

certainly be no lower than the current national average charge

for local phone service, increased by the amount of any implicit

economic universal service subsidies currently embedded in access

charges, such as the interstate CCLC. See AT&T at 15-17.

Low-Income Support. There is similarly broad agreement

that the existing Lifeline and Link-Up programs should be

consolidated with the other universal service-related subsidies.

Given the Act's requirements that all funding for universal

service support be explicit and nondiscriminatory, the commenters

generally recognize that these programs can easily be continued,

with funding, however, provided from the NUSF. 39

Schools, Libraries and Health Care. The final issue

concerns subsidies to schools, libraries and health care

providers. In its initial comments, AT&T endorsed the Act's

approach of requiring telecommunications service providers to

give discounts to qualified public institutions to enhance their

access to advanced telecommunications services. AT&T at 19-20.

However, as AT&T and many other commenters noted, the text and

history of the Act limit these subsidies to "telecommunications

services," and do not encompass premises equipment or inside wire

~, ~, BellSouth 10-13; Frontier at 3-5; Wisconsin PSC
at 12-13; Pacific Telesis at 22-23; Oregon and Washington
ITAs at 6.
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upqrades.~ Such a limitation is also supported by sound public

policy: as U S WEST noted in its comments, the "larger the

'menu' of services for which USF support is required, the greater

the pressure to increase the overall size of the USF" and,

moreover, "as the menu gets larger, less discounting can

reasonably be expected to occur." U S WEST at 20. Subsidizing

purchases of premises equipment and inside wiring upgrades could

threaten universal service because end users must Ultimately bear

the burden of these subsidies.

In its comments, moreover, AT&T demonstrated that the

simplest and most equitable subsidy scheme would be to require

that qualified pUblic institutions be charged -- and providers

allowed to recover only the "deepest volume discount level

that is offered by the carrier for similar service to a

commercial user." AT&T at 20. A number of other commenters

offer constructive and complementary proposals that could serve

as alternatives, or be used in conjunction with AT&T's

proposal. 41

For example, NYNEX proposes that the Commission

establish a council with members from the public and private

sectors to develop and evaluate proposals to enhance public

40

41

~, ~, Cincinnati Bell at 14; citizens Utile at 20-21;
Frontier at 4-5; ACTA at 9-10; U S WEST at 20-22; NYNEX at
18-19; BellSouth at 17; Ameritech at 15.

~, ~, Ameritech at 14-18; Bell Atlantic at 17;
BellSouth at 19-21; MCI at 20-21; NCTA at 17-19; NYNEX at
19-23; Pacific Telesis at 5-9.
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institutions' access to information services. 42 On the other

hand, BellSouth proposes that the Commission give institutions a

kind of "block grant" that could be applied to telecommunications

services.~

Given the undeveloped state of the record on this

issue, AT&T recommends that the Joint Board continue to study it.

At the same time, telecommunications services providers should be

encouraged to work with state authorities and expand the numerous

voluntary programs already offered to these institutions. For

example, AT&T is involved in a number of ways to support life

long learning and access to new and emerging technologies for

education. It has backed that support with over $500 million in

grants to educational institutions and professionals over the

last decade. In addition, in 1995, AT&T announced its most

significant single commitment to education -- the AT&T Learning

Network -- a $150 million, five-year commitment to help to put

all 110,000 of the Nation's public and private elementary schools

on the information superhighway by the year 2000. Such voluntary

programs will work well until the Joint Board completes its

study.

NYNEX at 20.

BellSouth at 19-20.
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CQJlCLO'I 01

For the reasons stated above, the Commission should

adopt a competitively neutral system of universal service support

that supports the development of local competition, as mandated

by the 1996 Act.

Respectfully sUbmitted,

AT&T Corp.

By ~/~ /Jd4 Itff/- ---------:1 MaiiJC c. RoEVe m
, Peter H. Jac by

Judy Sello

Room 3244J1
295 North Maple Avenue
Basking Ridge, NJ 07920
(908) 221-8984

Gene C. Schaerr
James P. Young

1722 I street, N.W.
Washington, DC 20006
(202) 736-8141

Its Attorneys

May 7, 1996
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